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Kentucky Teachers Retirement System
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Established in 1938,
KTRS Isrecognized as one of the

Finest
RETIREMENT
SYSTEMS

1N the nation for teachers.



Field of Membership

as of December 2004

Active 0—-26 Years Non-eligible 43,571
27+ Years® Eligible 13,379
Total Active 56,950

Sub/PT/Retired ReturntoWork 15,751
Total Contributing Members 72,701

INACTIVE . . .. o e 0,344
Retired, Beneficiaries& Survivors .............. 37,015
Total ...... . e 119,060

* and/or age 55 with 5 or more years of service within the next fiscal year



Kentucky Teachers Retirement System

Field of Membership

as of December 2004

Active Not Eligible
to Retire

Active Eligible to Retire

13.379 =
(22%)
——=s ]

Part-time & Substitutes

*This represents the full-time equivalent
positions of 15,751 substitutes, part-time
& retirees returning to work




Kentucky Teachers Retirement System

Teaching Career Timeline
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KTRSI1sa Comprehensive
Retirement Plan

Benefits during your employment years.

= Provides benefits in the event you
become disabled

= Provides benefits to your survivorsin the
event of your death

= L ifeinsurance benefit of $2,000




KTRSisa Comprehensive
Retirement Plan

= Defined benefit plan with lifetime guaranteed
retirement benefits

= Life insurance benefit of $5,000
= Annual cost-of-living increases (COLA)
= Retiree medical benefits

=One of 3 teacher retirement systems in the nation
providing this high level of medical benefits




Contributions to the KTRS

Employee
Employer/State

Retirement
Total Medical & other
eeeereereeresresees e ENEAALS
9.855% 0.750% 9.105%
13.105% 0.750 % 12.355%
22.960% 1.500% 21.460%



~ CUMULATIVE RETURN  For 20 years ended

June 30, 2002
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Unfunded Liabilities
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Recap of Actuarial Status of the System

at June 30, 2005

Assets Liabilities Unfunded Percent

Retirement Benefit 14,598.8 19,134.8 4,536.0 76.3%
Medical Benefit 147.3 4,763.9 4,616.0 3.1%
14,746.1 23,898.7 9,152.0




2006 L egislative Proposal

Highlights
T 1

M edical Employer
_ contribution
INSUrance rateincrease
funding asrequired
for retired | Py System’s

actuar
teachers y



Medical | nsurance Funding

for Retired Teachers

2004 General Assembly
KRS 161.550(2) established the state medical
Insur ance fund stabilization contribution

 FY 2004-05: $29,200,000

- FY 2005-06: $62,000,000
FY 2006-08 Budget Request

 FY 2006-07: 115,000,000

 FY 2007-08: 154,000,000




Review of Kentucky Retired
Teachers Health Benefits

Kentucky Retired Teachers Health Insuranceis
provided in two plans:

= Kentucky Employees Health Plan (KEHP)
For Retirees Under Age 65

= Medicare Eligible Health Plan (M EHP)
For Retirees Age 65 & Over




KTRS Medical | nsurance Fund-Revenues

KTERS Medical Insuratice Fund
Projected Revenes and Expenditures - (000,000's) Unaudited
Actual | Actual | Actual | Actual | Actual | Actual | 30% 30% 30% 30%
199859 1999-00  2000-01 @ 2001-02 200203 200304  2004-05  2005-06  20068-07  2007-0%
Covered Payroll | 20745 | 21737 | 22512 23524 25052 25982 | 26862 | 27670 | 283001 29360

Ificome

Active Member Contriby 0.75%
Payments by Retired Members
Total M ember Contributions

Employet Matching Cond 0.75%
cupplemental Funding: | 1.65%
3.25%
2.25%
1.30%
1.02%
Commotrarealth Resp Per HE 434
Funding per KRS 161 23002
Cotunotmarealth Fatdly Bubsidy per HEL
Billing Employets for Retirees Returning to Work
Iedicare Assistance at Federal Lewvel Net $35/M0o (50%)
Total Mon-Member Contributions 443 459 924 953 172

Itrvrestment Income 23 37 335 T4 23

Total a3.1 290 1377 147 & 1353




KTRS Medical I nsurance Fund-Expenditures

Expenditures

Actual | Actual | Actual | Actual | Actual | Actual 30% 3.0% 3.0% 30%

1992-00 100000  2000-01 | 2001-02  2002-03  2003-04 200405  2005-06  2006-07  2007-0%
65 atd Over F Medicare Eligible Health Plan

12.0% 12.0% 12.0%

aelf Insured Medical Benefits 153 l6.a 132 218 2ol 258 331
TPA - Processing Fees 23 24 24 . : . 32 34 36 3a
12.0% 12.0% 12.0%

HelfIns Drag Benefits net rebates 150 220 252 39.0 44 5 ) 591
FPEM - Processing Fees 0.3 0.3 0.2 : . i 0.2 0.3 03 0=
338 415 410 .2 T34 ad.d D63
Under Age 65 State Group Health Plan

19450 20300 22100 203 00 A1z2.00 | 489.00 53200
44%  B0%  00% A A% 18 7% 10.0% 10.0%
20700 22100 241.00 241200 | 489.00 53200 592 00

Premivm Payments 234 269 329 626 877 1103 1342
Atate Processing Fees 0.1 0.3 07 ; : . 02 10 i 14
Cat-of-Btate Supplement s 0.1 0.3 0z ; . . 04 0.5 0.é 07
Member + 3pouse Payments 2.0 11.3 133 15.4 24.1 294 360

345 38 47 2 a2 H3s 1417 1723

Total Expenditures 70.4 203 882 146 .4 126.9 2259 2686
Met Revenues Crver Expenditures 127 a7 49 5 : ; : 9.3 (0.4 (0.2 9.5

Eegimmning Fund Balance 32.5 239 1266 1473
Ending Fund Balance 1269




Kentucky Teachers Retirement System

Cost of Single Coverage

From 1997 to 2004 costs went from $165 to $286

Plan Year
2004 286.16
2005 43% | 409.86
2006 19% = 488.96
2007 Fiscal Year 17.3% 16% 565.00
2008 Fiscal Y ear 15.2% 15% 648.00




KERHP

For Retirees Under Age 65

Kentucky Employees Health Plan (KEHP)

120 20,000
1m0 1 o | 1 19.000 0
100 + / 1 18000 &
" =
C 90 Retir ees w/Cover age bl [ 700 3
= 80 f 16000
= 704 L 15000 2
= ~
- 60 | L 14000 2
o 50 L | 13000 ©
O
40 1 G | 12,000
30 | an Costs | 11000
20 10,000
1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 Projected Projected Projected
2004-05 2005-06 2006-07
Fiscal Year




MEHP
For Retirees Age 65 & Over

KTRS Medical Eligible Insurance Fund
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- PUBLIC
"
AECTOR

HEALTHCARE

KTRS joined
el Board of Directors - Contact Information . h h

Jarvio A Grevious, Deputy Executive Chnis DeRose, Director
Cfscer, Benefies Adminsstearion Michigan Office of Retrement Services -
Californi Publc Employees General Office Building, Third Floor retl rernmt

Betirement Svstemn P. Q. Box 30171
400 O Streer Lansing, Michigan 43%05-7671

Sacramento, c,LLmhM 2rETIE S}/ StemS tO fOrm

[ 916-795-3713 17-322-6145

16-795- 3410

gz_-fl;_::;ﬁ--mﬂé e the Public Sector

Jan Smary (an_smantif calpers cigay) Employees’ Retire
1801 Brazos St

{hr'l.l l.: Harbvin, Executive Secretary P.O.Box 13 o H ea_l t h Car e

tucky Teachers” Retimement System Austin, Texas 78711-32

Roundtable to
Meredith Williams, Execunve Director

Assstpe Colorado Public Employee mdr% retl r%
Sandy Parker (andn (o L A Betrement Assocmtson

1300 Logan 5

Laurie Fior Hacking, Executree Director
Public Employees Retirement i sl CoperLon heal th Care COStS

System of Ohio
Towm Stree

s, Lo 43215 As ; "i'j- : 1

fi e 1 I.LJ!' Sranfield l: | Al o A ] On a n I On
level
SOt Streator (s JHE) L

Tom Sherman (1:

Term Bierdeman, Direcror of
Governmental Belations

Stage Teachers” Retrement System of Ohio

275 Broad Sereet

Columbus, Ohio 43215

[ b14-227-2983

F &14 _"_"1 dhah

L h14-556- 195




Ratio of Active Teachersto Retired Teachers

|ncludes Those
Eligibleto Retire

B Retired
W Active

V

B Retired
B Active




Kentucky Teachers Retirement System

Distribution of Active Contributing Members

L ocal School

AGE  Dpigricts TOTAL
20-24 4,474 4,515
25-29 8,276 8,515
30-34 8,823 9,302
35-39 7,969 8,523
40-44 7,832 8,574
45-49 8,776 9,665
50-54 10,033 11,104
55-59 6,956 7,800
60-64 2,654 3,138
65-69 990 1,132

Over 70 257 615

Total 67,340 72,883



Kentucky Teachers Retirement System

Retirement Trends

Analysis of June, July & August Retirements
2001 vs. 2004 vs. 2005

Average

SERVICE Age

Count Percent Count Percent Count Percent

<27
years

27 —27.99
years

28 +
years

1,535 100% 1,371 100% 1,192 100%



What if medical insurance
funding Is not provided?

The Commonwealth will incur mor e costs:

* The higher salaried personnel postpone
retirement

= The State will continue to pay medical insurance
for active teachersremaining on the job

* New teachers are excluded from the job market



Kentucky Teachers Retirement System
What if retirees under age 65 lose health maurance coverage through the state not finding EES161.550(2)7

ANNUAL COST OF KEEPING TEACHERS IN CLASSROOM BEYOND WHENTHEY WOULD NORMALLY RETIRE
Foars of Cost of State Fotal
Age Service Bose Pay  Medicel®  Maich

13105%
Average retiring teacher 5500 3000 56,70000 350000 743100 6763100

Average new hire 29.00 - 3320000 1 1,500.00  4,351.00  3%,051.00

Ammial cost difference keeping teachers beyond normal retirement 23,5[][][][:] E,DDDDD 3,[:]8[][][:] 28,58[][:“:]

* Average cost by age group per Price Watethouse Coopets' analysis of the State Group Health Plan as
presented to the Blue Ribhon Parel June 2005




NET POSITIVE FISCAL IMPACT FOR THE STATE WHENTEACHER NORMALLY RETIRES

oot if teacher age 55 doesn't retire 250000 745100 10.951.00

Zost when retinng teacher 15 replaced by new hire 1,500.00 | 4,351.00 | 5,851.00

(3ross savings to the state S, 080,00
Less cost of retired teacher medical coverage 2.500.00

et sawings to the state when a seasoned teacher chooses to retire 1.580.00

POSITIVE FISCAL IMPACT FORLOQCAL SCHOOL DISTRICTS WHEN TEACHER NORMALLY RETTRES

Average retiring teacher 55.00 2000 0 5670000
Average new hire 2500 - 33,200.00

Met sawings to the local district when a seasoned teacher chooses to retire 23,200.00

Bottom hine:

It hkcely casts the State more if retiree health care isn 't funded under KRS 161.550(2) m that
teachers will work longer and in some cases beyond prime conditions. When this happens, the sfafe
will pey higher maiching refirement contributions and the state siill pays the cast af their bealth
care!

Failure to fund KRS 161.550(2) for retiree health care will also greatly impact the school districts.
Distiicts will not be able to lure new teachers at much lower costs thas lasing the positive benefit of

wilizing excess salary dudeet for other needed areds.




Employer Contribution Rate Increase

as Required by System’s Actuary

FY 2006-07:
 $3,174,600 (0.11%)
FY 200/-08:
. $39,243,600 (1.32%)

First request for employer

contribution rate increase since
1988-90 biennium.




Ad Hoc COLA Reguest

FY 2006-0/7 FY 2007/-08
Provided by KTRS 1.50% 1.50%

Ad Hoc COLA 2.10% 1.00%
Request $22,454,600 $22,454,600
$11,417,600

TOTAL 3.60% 2.50%

COLAs are needed to keep pace with
cost of inflation.




Positive Impact of KTRS

< For Members

+ For School Districts
+ For Local & State ECQ[NS



= Provides retirement and medical benefits
which are among the best in the nation.

= A life-time retirement benefit determined by the
member’ s length of service and salary.

= A medical benefit provided on a pay-as-you-go
NasIS.

= |n some respects, this partly compensates
-~ for lower than average salaries.




For School Districts

< Provides a benefit to attract and retain quality
teachers.

< When teachers retire, this provides positions for
new teachers and promotions for current teachers.

retiring teachers are replaced by HEE N

Kentucky Teacher Set| r ement System



Average Retiring Teacher’s Pay $ 56,700

Average New Teacher Pay $ 33,200

Number of Members Eligible to Retire 13,379

Savingsto Local School Districts Bold

million per year *




For Local & State Economies

COMMONWEALTH OF

KENTUCKY

Retired Teachers have a
significant impact on
Kentucky's economy ... 93%
of retired teachersremain in

Over the past six years, benefits payments have grown at
a compounded rate of 11% per year




KTRS Distributes Hundr eds of
Millions of Dollars Annually

FY 2005 $1.109 Billion

- ! [ |
FY 2004 $1.004 Billion

! ! [ | -
FY 2003 $929 Million

FY 2002 | 5841 Million

FY 2001 [ 5759 Million

FY 2000 |l 5657 Million

FY 1999 ﬁ $615 Million
| |

$0 $200 $400 $600 $800 $1,000 $1,200

2004 payouts are more than 230% of the employer contributions



Teachers Savings + Employer Match are
Invested & Provide Benefits

Teacher Savings _
| nvestment Earnings

[20.0 yrg]

[2.0-25yrg] &
Match [2530yrg

.~

1 S 10015 20 25 30+

Years of Retirement



Teachers’
Retirement System

; of the
‘ State of

1 Kentucky ‘

Protecting & Preserving Teachers Retirement Benefits




